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FARM TO RETAIL PRICE SPREADS 1947-49 THROUGH 1954 ! 


From 1947-49 to 1954 prices received by farmers declined 7 percert 
(Farm prices have declined 22 percent from their February 19.1 
peak.) During the 1947-49 to 1954 period the Bureau of Labor Statis- 
tics’ index of retail food prices increased 13 percent (fig. 1). 


Fiacure 1.—Prices received by farmers and retail food prices, 1948 to date 
(1947-40—=100) 


Prices re- | potail food | Prices te | Retail food 








Date ceived by - | Date ceived by 
| farmers prices | | | farmers prices 
SE IE TEE LD | 105.9 104.1 Ni) eens geome | 107.0 114.6 
Ms a dbideciadncnccom 92.5 | 100. 0 | Sd | RESET 95.9 112.8 
Ra es oon ane 95.1 1064 |! 1066:..d....<--... cokcaaks 92.9 1112.6 
Weis con. 112.2 112.6 
| | 











1 Preliminary. 
Source: Agricultural Marketing Service and Bureau of Labor Statistics. 


The retail food price index includes the prices of imported foods 
such as coffee and bananas in addition to the domestically produced 
foods. The continued relatively high prices of these imported foods 
in recent years has been a factor in maintaining retail food prices 
some 13 percent higher than in 1947-49 in spite of a substantial 
decline in prices received by farmers. It is a minor factor, however, 
since only about 10 percent of our food is imported. A tabulation 
of changes in the indexes of prices received by farmers for dairy 
products, food grains, and fruits and vegetables, and changes in the 
retail prices paid by consumers for roughly the same groups of prod- 
ucts in 1954 as compared with 1947-49 ‘indic ates that the retail prices 
of each of these groups of products increased even though farm 
prices declined (table 1). 


TABLE 1.—Percentage change in prices received by farmers and retail prices paid by 
consumers for selected groups of foods, 1947-49 to 1954} 


Percentage change, 1947-49 





to 1954 

Commodity Ba ee oie ae 
| Prices re- Retail prices 
| ceived by paid by con- 

| farmers sumers 
Dairy products Beaton ; ; | —8 +6 
Food grains and cereal and bakery products-------- | —y +22 
Fruits and vegetables —4 +12 
All farm prices and retail food prices 2 ‘ ts —7 +13 


1C conan in prices received by farmers computed from Agricultural Marketing Service data. Cl.anges 
in retail prices computed from Bureau of Labor Statistics data. 
2? All farm prices include nonfood products such as tobacco, cotton, feed grains and forage crops. 


1 This report utilizes data which have just become available for the calendar year 1954 and includes addi- 
tional data on market price spreads not included in the committee print of July 23, 1954, bearing the title 
Farm Prices and the Cost of Food. 
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FARM TO RETAIL PRICE SPREADS 3 


The Agricultural Marketing Service of the United States Depart- 
ment of Agriculture makes monthly estimates of the farm value and 
the retail cost of a typical Market Basket of farm food products. This 
statistical series indicates that the average consumer paid 3 percent 
more, and farmers received 9 percent less, in 1954 for the same kinds 
and quantities of foods purchased in 1947—49. 


FARM PRICES OF WHEAT AND RETAIL PRICE OF CEREALS AND BAKERY 
PRODUCTS 


The city housewife today is paying the highest prices on record for 
bakery products and cereals, yet farm prices for wheat are down to 
1949 levels again (fig. 2). 

Farm prices for wheat declined sharply as a result of good harvests 
and a drop in exports in 1948 and 1949 and then recovered somewhat 
in 1951 and 1952 as a result of increased demands associated with the 
Korean war. Since 1952 the farm price of wheat has dropped 8 percent 
and would have dropped further except for existing price supports. 

In contrast to the ups and downs of the farm price of wheat, the 
retail price of cereals and bakery products has moved only in one 
direction since 1949—up. 

In 1953 and 1954, while farm prices were declining 8 percent, retail 
prices of cereals and bakery products increased 5 percent. In view of 
this record, benefits, if any, to urban consumers from lower support 
prices on wheat will be small. 

In January 1948 the farm price of wheat reached a peak of $2.81 a 
bushel and the average price of a 1-pound loaf of bread was 13.8 cents. 
Today the farm price of wheat has dropped to $2.14 a bushel yet the 
average price of a 1-pound loaf of bread has increased to 17.5 cents. 
Thus, while the price of wheat declined 24 percent, the price of bread 
has advanced 27 percent. The farm value of the wheat in a 1-pound 
loaf of bread is 2.8 cents. 

In the last half of 1948 the farm value of the corn in a 12-ounce 
package of corn flakes was 3.3 cents and the average retail price was 
18.1 cents. In the last half of 1954 the farm value of the corn in this 
package of corn flakes had dropped to 3.0 cents, while the average 
retail price of the corn flakes had jumped to 21.9 cents. 

Similarly, in the last half of 1948 the farm value of the oats in a 
20-ounce package of rolled oats was 4.8 cents and the average retail 
price was 17.1 cents. Six years later the farm value of the oats in 
the package remained the same but the average retail price has jumped 
to 18.6 cents. 























Fie 
and bakery products, 1948 to date 
[1947-49 = 100] 
 _——e | | 
| Average Retail Average Retail 

prices re- prices of | prices re- prices of 

ceived by | cereals and ceived by | cereals and 

farmers for bakery farmers for} bakery 

wheat | pte wheat products 

i icisittcnnvieesnmins | 100. 5 103. 4 I chalice cdhidisaren aii anata aie 99.1 116.8 
SE itetatigises aide tian icine minnie eee | 89.7 102. 7 se daslerierinee tg: agave aeceirdhtion 93.0 119.1 
BI sik cir Ccicana hacer acti 91.6 TOS T Deic ns ccenasae cmepenainn 91.1 121.9 
eRe: 99.1 | 114.0 | 





Source: Bureau of Labor Statistics and Agricultural Marketing Service. 
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FARM TO RETAIL PRICE SPREADS 5 


FARM PRICE OF MILK AND RETAIL PRICE OF DAIRY PRODUCTS 


Both the farm price of milk and butterfat and the retail prices of 
dairy products reached a peak in 1952. Since then farm prices have 
dropped 18 points while retail prices dropped 5 points (fig. 3). 

Although milk used for manufacturing purposes and butterfat 
prices were supported at 90 percent of parity in 1953, the farm price 
of these products averaged 10 percent lower than a year earlier while 
retail prices were down only 1.7 percent. 

Farm prices for milk and butterfat in 1954 were 8 percent below 
their 1947-49 average while retail prices of dairy products were 6 
percent higher than in the earlier period. 

Although the drop in the support level for butterfat has been re- 
flected in lower retail prices for butter, marketing margins have 
widened for cheese from 24.7 cents per pound in 1952 to 29.9 cents in 
1954. 


FiGuRE 3.—Prices received by farmers for dairy products and retail dairy product 
prices, 1948 to date. 


{1947-49= 100] 


Dairy Retail | | Dairy | 





| Retail 
| products Ade | | products | een 
Date | prices re- | dairy } Date | prices re- | dairy ' 
y products | ; . | products 
| ceived by | orices ceived by | rices 
| farmers I | farmers I P 
ary ciate maa 5 Se wt _— 
Pain acca peste skeen hed 109. 5 BE Risa eaids tatcadesagicdnas 110. 2 111.5 
1949____ is taiciiiecints 91.6 | OO ee ee acncqdunitemnaneds 99.3 109. 6 
a SS a | 90. 1 95. 9 | samscinseaeaaeidiaitiia 92.0 | 106. 1 
| 
| 


Me et ee 103. 6 | 107.0 1 





Source: Bureau of Labor Statistics and Agricultura] Marketing Service. 


Farmers in the 200-mile shipping zone of the Chicago market in 
1954 received an average (blend) price of 7.1 cents a quart and 7.6 
cents a quart for that part of their milk which was delivered to 
consumers’ doors at 23 cents a quart in gallon jugs or 25 cents in 
single quart containers. 

Farmers in the 200-mile shipping zone of the New York City milk 
market received a blend price of 8.6 cents a quart and 11 cents a 
quart for that part of their milk delivered to consumers’ doors at 
25 cents a quart. 


MEAT PRODUCTS, POULTRY AND EGGS, AND FATS AND OILS 


The average urban family spent $261 annually for the meat products 
in the Market Basket in 1947-49 and in 1954 spent $263 for the same 
quantity and quality of meats. Farmers received $176 annually for 
the equivalent of these retail meat products in 1947-49 and $164 in 
1954. Retail cost increased $2, while value at the farm dropped $12 

Both the retail cost and the farm value of eggs in the Market 
Basket dropped during this period. The retail cost of the poultry 
and eggs dropped from $117 in 1947-49 to $101 in 1954. The farm 
value dropped from $80 to $64. The marketing and processing costs 
remained at $37 in both periods. 
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FARM TO RETAIL PRICE SPREADS 7 


The retail cost of the fats and oils in the Market Basket dropped 
from $52 in 1947-49 to $44 in 1954, while the farm value dropped 
from $19 to $15. This is the one group of food products where the 
retail cost dropped more than the farm value narrowing the marketing 
margin. 

FRUITS AND VEGETABLES 


A typical urban family spent $195 annually for fresh, canned, dried, 
and frozen vegetables in the Market Basket in 1947-49 and $206 for 
the same quantities and qualities of these fruits and vegetables in 
1954. A decrease in farm cost of $1 was accompanied by an increased 
retail cost of $11 or an increase in the marketing margin from $134 to 
$146. 

PRICE SPREADS ON OTHER FARM PRODUCTS 


A shirt—a $3.95 cotton shirt—contains about 30 cents’ worth of 
cotton. That is what the farmer gets. Cutting back the price of 
cotton would mean very little in the price of a shirt. 

In the case of tobacco, the producers in 1953 received about $800 
million for that part of their crop consumed in the United States. 
Federal, State, and local taxes on the 1953 crop, by the time it reached 
the consumers, amounted to approximately $2,100 million. 

A 5-cent peanut candy bar contains about one-half cent’s worth of 
peanuts, and if the confectioners got their peanuts free this would not 


change the price on a 5-cent candy bar—although a few more peanuts 
might be added. ' 


INCREASES IN MARKETING MARGINS 


An important reason for the upward trend in marketing costs over 
a period of years is the increased processing and packaging between 
the farm gate and the consumer’s door. ‘This is especially true of 
fruits and vegetables where small cellophane packages of fresh fruits 
and vegetables are rapidly replacing bulk handling. Fresh frozen 
fruits and vegetables, a higher-cost method of processing than canning, 
also account for a higher percentage of all sales of processed fruits and 
vegetables each year. The increase in packaging and processing of 
meats and dairy products since 1947-49 has been relatively small, 
however. Also, the method of computing index numbers of retail 
prices and costs tends to minimize the uptrend in total marketing costs 
due to the addition of new products, since they price identical products 
from year to year and only add new products at irregular intervals. 

For this reason, the changes in marketing and processing charges 
computed by the Agricultural Marketing Service for the short run, 
tend to be changes in charges tor roughly the same marketing and 
processing services (table 2). 


TaBLE 2.—Percentage change in marketing margin on foods bought by an average 
wage earner or clerical worker family, 1947-49 to 1954 


| Percent 


| 
| 
| 


| Percent 











| 
| increase ! 1 increase ! 
siti las — — - —$__—__—_|_—_—- 
I RNs occ amiebuanmnadie 17 | All fruits and vegetables. _-...........- 8 
ROT WR Scincicienatdnendmmmsiedion 26 | I a aidan 213 
SREY GIN ininncanadeoscuncuanads 0 || Miscellaneous products. -_.........-..--- 7 


Bakery and cereal products--.-...........| 30 } Total market basket foods.............-- 15 





1 Computed from Agricultural Marketing Services data. 
2 Decrease. 
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INCREASED LABOR AND TRANSPORTATION COSTS 


Marketing specialists report that much of the increased marketing 
charges in recent years can be a for by increased labor costs. 
Data available for 1953 and earlier years indicate that payments to 
workers in transportation, dieielinstion: and processing farmfood prod- 
ucts made up 53 percent of the total marketing and processing costs 
in 1953. This was an increase from 46 percent in 1946. Wage rates 
for workers in marketing farm food products increased from $1.23 in 
1947-49 to approximately $1.70 in 1954, or 38 percent. 

Transportation charges are another important cost in food market- 
ing. Railroad rates have increased approximately 25 percent since 
1947-49. 

PROFITS 


While data on profits for the entire year 1954 are not yet available, 
reports for the first 6 months indicated that food-manufacturing — 
reported somewhat larger profits than in the same period a yea 
earlier. 

The Agricultural Marketing Service reports that a group of 46 
food-processing companies, for which they have data, averaged 4.0 
cents profit per dollar of sales in 1953 before income taxes and 1.9 
cents after payment of taxes. In 1947-49 these companies had 2.3 
cents profit per dollar of sales after payment of income taxes. Profits 
as a percentage of stockholders’ equity were also somewhat less in 
1953 than in 1947-49. 

The Agricultural Marketing Service also reports that the limited 
number of wholesale distributors, retail food chains and tobacco com- 
panies for which they have data reported lower profit rates in 1953 
than in 1947-49. 


HOURLY EARNINGS OF INDUSTRIAL WORKERS AND RETAIL FOOD PRICES 


Retail food prices have not increased as much as the hourly earnings 
of industrial workers during the past 20 years of farm programs 
(fig. 4). 

Since 1948 in particular, hourly earnings of industrial workers have 
continued to increase while retail food prices have leveled off 
somewhat. 

Industrial workers can now buy more food with the earnings of 
an hour of labor than in any earlier period in history. One hour’s 
average factory pay bought the following quantities of specific foods 
in 1914, 1929, and 1954: 


1914 | 1929 | 19541 1914 | 1929 | 1954! 
sii taseinaialeiaenauramaininemeeia nesta a nipnaieiilaiiinatiaatla i mmnene eatin pit oman nnn 
ES ee pounds._| 3.5 | 6.4 10.4 || Potatoes.....--- pounds 12.4 17.7 | 35.2 
Round steak _-_-.._...--- do__-_. 9 1.2 2.0 || Oranges aa ..-dozen 1.3 3.8 
oo)! mere ee 1.0 1.5 2.4 Bacon miko pounds. .8 1.3 2.6 
Butter---- ae iain cm .6; 1.0 2.5 || Tomatoes. ----. No. 2 can 4.4 10.2 
Milk._.-- oncacnns ts 2.5 3.9 Tid) 1) SMNOUILS cdecacccuass pounds 1.0 1.4}; 332 
| _...dozen_. .6 1.4 3.4 


1 Data for 1954 are.preliminary. 
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[1947-49 = 100] 











Average {aa 
ourly ourly 
Date earnings of Bene teed Date earnings of meme teed 
industrial Pp industrial DI 

workers workers 
I plehaaherkele setaticcreicsncs rosin aleia 41.9 46, 4 Dicvihedwiebnesssbecine 74.8 68.9 
Siren ica aicsmenetaeeneane 43.3 49.7 sted chthindete crenata ie 81.6 79. 0 
ics ahccascccsheskhvweatd 43.7 50.1 Ti tciipbbschebeneaneeee 93.0 95.9 
ae ou dh 49.1 52.1 i atic Ademeibiciiinteien 101.7 104. 1 
en aca calaemeete 49.5 48.4 SN coh eanihdenhateitiiniinteteastosa indie 106. 1 100. 0 
Ee lcd bien dean eet 49.9 47.1 eS cea coh lagronel 109.9 101.2 
illite aietndenckescuctietemeets 53. 7 47.8 EEE 118.8 112. 6 
es kid ducoecomniben 54.5 52.2 ne oiled uteiiwwand 125.0 114.6 
SS ee ee 62.5 61.3 Sih teiecibipeadvtribintaid irersnintinints 132. 8 112.8 
a icc cediesincitoipaiassdods 69. 4 EE ED Bwitnidintndimnraemrewied 136. 4 112.6 
Shel ciirtindeocenesone 73.5 67.4 

{ 


1 Preliminary. 
Source: Bureau of Labor Statistics. 


BREAKDOWN OF CONSUMER’S FOOD DOLLAR 


Out of each dollar spent by the American housewife for domestically 
produced food, 57 cents now goes for processing, marketing, and 
transportation charges. The farmer receives 43 cents. Of this 43 
cents, approximately 30 cents goes:to purchase tractors, trucks, plows, 
gasoline, fertilizer, and other supplies required by modern farming. 

Thus, the farmer and his family have about 13 cents out of each 
consumer dollar spent for domestically produced food for their work 
and their investment. 

The farmer’s share of the consumer dollar has dropped in recent 
years and months as farm prices have declined, while retail food prices 
have remained near 1952 peak levels. 


COMMODITY CREDIT CORPORATION PRICE-SUPPORT BENEFITS AND COSTS 


Price-support programs of the Commodity Credit Corporation have 
been an important influence in keeping farm prices from declining to 
even lower levels in recent years. Competent economists estimate 
that without price-support programs in 1953, farmers’ net income in 
1953 would have been about $3 billion or 20 to 25 percent lower than 
it was. The cost of the price-support programs (realized gains and 
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losses) of the Commodity Credit Corporation, 1933 to December 31, 


1954, are shown below: 


Realized 
gains and 
losses, Oct. 
17, 1933, 
through 
Dee. 31, 1954 


Program and commodity 









Basic commodities: 
Dc acura duinecaanibigineiuliic 1 $181, 022, 538 
Gs cdsetiineauceunecn nates 266, 703, 873 
Export differential. .-...-..-.- 1 41, 361, 218 
| ee 1 130, 198 
Cotton-rubber barter....-- + 11, 055, 451 
Peanuts, ted kde ene wake 1 118, 128, 838 
MGS 6iiecel tends teccpieenknn canbe 217, 059 
ict nied addi enbenaaen 691, 979 
ai cbsscicccidoartiickh dion buid caasamete 1 238, 135, 563 
Bi babvtdsinsekidakenséaes 1 300, 109, 993 
Designated nonbasic commodities: 
cei en Lammas 1 863, 390 
Milk and butterfat: 
pS Sree 1121, 041, 618 
Se 1 4, 982, 990 
EC naicinkahocesweecucoan 1 50, 944, 950 
Milk: 
SE ox cuccedudemandnn 1 194, 880, 948 
Sada cneunenbauione 1 21, 155, 839 
I i itccunecseadbenen 1 478, 111, 720 
NE cae cnetieesibaneaee 181, 085 
WEEE cnt debaitdhanaaiamane eased 193, 352, 544 
ittnencndnneedindnaedwen 1 965, 415, 084 
Other nonbasic commodities: 
BN. ivcanaadeesnnawecuatnin’ 118, 793, 154 
DONA, GIF CBIDI. cn cccecccccces 1 44, 918, 420 
1 Loss, 





Program and commodity 





Other nonbasic commodities—Uon. 
2 OS 
Cotton, American-Egyptian-.... 
Cottonseed and products...----- 
Rc adiredmividatnesrsesaawee 


Flaxseed and linseed oi].-...---- 
EE ciriiiwinnnacmnwaee 

a 
Grapefruit juice................ 

Hemp and hemp fiber.........-- 
OB cico<s i paitcbaodudivwiiennast 
eee 


iit ie alinnnnietatwiaemsinid 
PON GN GE icadesdscccccccs 
PP Mbddewendiedended wenennnn 


le 
Sugar, Puerto Rican and Virgin 
| | SS eS ee 
ae 
Sweetpotatees.......cca--eces--- 
: RSE Se 
Vegetables, canned.............- 


Realized 
gains and 
losses, Oct. 
17, 1933, 
through 


Dee. 31, 1954 


1 $171, 193 
28, 744 

1 27, 740, 717 
1 189, 621, 687 
1 397, 113 

1 132, 825, 774 
1 14, 882, 320 
1 56, 296, 988 
1 1, 732, 374 

1 21, 459, 155 
1 954, 200 

1 1, 334, 125 

1 10, 770, 246 


13, 751 

1 1, 437, 273 
1 26, 008, 911 
3, 711, 869 


23, 830 

1 16, 517, 269 
1135, 421 
11, 070 

11, 942 


1 563, 339, 330 
1 1, 828, 864, 407 





Source: Commodity Credit Corporation, Repart of Financial Condition and Operations, Dec. 31, 1954. 
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